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Bolivia and Brazil are completing negotiations on a project to construct and operate a 3,500 km. gas
pipeline that will eventually permit Bolivia to sell a minimum of 16 million cubic meters of natural
gas per day to its neighbor, and possibly much more. Meanwhile, in mid-January Bolivia signed
a new contract with a consortium of foreign oil companies to explore for oil in the departments of
Cochabamba and Beni. In February 1993, Bolivia signed a landmark accord with Brazil to jointly
construct and operate the pipeline, which will originate in the Bolivian city of Santa Cruz and
culminate in Rio Grande do Sul in the southern tip of Brazil. Once completed, the pipeline will
supply natural gas to distribution centers in Brazil's six southern states: Mato Grosso do Sul, Minas
Gerais, Parana, Sao Paulo, Santa Catarina, and Rio Grande do Sul.
Last August, the two countries completed negotiations on most of the basic terms of the joint
venture, including the distribution of shares in the consortium that builds and operates the pipeline.
The August accords also outlined a general calendar for the project that commits both sides to
begin construction this year, with the goal of starting operations sometime in 1997 (see Chronicle,
08/25/94). Since December, however, representatives of both countries have held a new series of
meetings to negotiate final details on a number of points that must be resolved before the project
can move forward.
Of the new agreements, the most important is a firm commitment by both sides to begin
construction of the pipeline by no later than August 1995, which would allow the project to be
completed by the end of 1997. The two governments had hoped to start building the pipeline
during the first quarter of this year, but negotiations must still be completed with foreign lending
institutions to secure financing for the project. In December, the heads of the state oil companies
in both countries Yacimientos Petroliferos Fiscales Bolivianos (YPFB) and Petroleo Brasileiro, S.A.
(Petrobras) met with representatives of the World Bank and the Inter-American Development
Bank (IDB) to discuss funding, since those institutions will provide the lion's share of assistance for
the project. According to YPFB president Mauricio Gonzales, the two banks agreed in principle to
provide the necessary aid, although details of the specific accords must yet be finalized and made
public.
In addition, both lending institutions endorsed an agreement reached between the YPFB and
Petrobras last August that called for the pipeline diameter to be expanded from the original
proposal of 28 cm. to 32 cm. The larger tube will allow Bolivia to immensely increase the volume
of gas it can sell to Brazil through the pipeline. Under the original contract tentatively approved in
1993, Brazil had agreed to purchase at least 8 million cubic meters of gas per day from Bolivia as
soon as the pipeline began operating, and then to slowly increase the volume pumped to 16 million
cubic meters by the turn of the century. By expanding the size of the line, however, Bolivia expects
to immediately pump 10 million cubic meters per day when the pipeline begins operating, and
eventually to increase the volume pumped to more than 30 million cubic meters per day, although
the total amount that Brazil is willing to purchase and the price per 1,000 cubic feet must still be
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negotiated. The larger diameter, however, will substantially increase construction costs, which
even at 28 cm. had been estimated at a minimum of US$2.5 billion. Thus, endorsement of the larger
line by the World Bank and the IDB was an essential prerequisite for the project to move forward,
although updated estimates of construction costs are still pending.
Also in December, the two countries contracted a Dutch firm Netherland, Sewel and Associates
(NSA) to certify Bolivia's estimates of its total natural gas reserves, which is a prerequisite for
funding from the multilateral institutions. According to Bolivia's Ministry of Energy, enough drilling
has been done to "prove and certify" 5.2 trillion cubic feet of gas in Bolivia, which, if accurate, would
mean that the country's natural gas reserves surpass Bolivian crude oil reserves by a 4:1 ratio. The
NSA will complete its estimates during February, and YPFB officials say they expect the NSA's
assessment to confirm even more reserves than the 5.2 trillion cubic feet estimated by the Ministry
of Energy.
Meanwhile, in December the YPFB signed a new oil exploration contract with a consortium of four
foreign firms: the US-based Maxus, ELF of France, Spain's Repsol, and Bap- Petroleum of Australia.
The consortium will search for crude in a 1.4 million hectare region spread throughout targeted
zones in Cochabamba, in the center of the country, and in the northern department of Beni, which
neighbors Cochabamba. The contract will remain in effect for a period of seven years, according to
the YPFB. The consortium will be expected to invest a minimum of US$30 million, and will drill at
least five exploration wells in the targeted areas. Finally, in a related development, in mid-January
the YPFB signed a separate contract with the Spanish firm Repsol to individually explore and exploit
oil deposits in another 13,000 sq. km. region in the department of Cochabamba. (Sources: Agence
France-Presse, 11/29/94, 12/01/94, 12/04/94, 12/06/94, 12/14/94, 12/27/94, 01/09/95, 01/13/95, 01/17/95;
Notimex, 01/29/95, 01/30/95)
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